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REGULATION OF BUSINESS IN CANADA ' 

THE experience of Canada in regulating business is at 
least interesting. It also is valuable, as showing the 
results of experiments, some of which have been suc- 
cessful, some injurious, and some political fiascos. We find ex- 
amples of successful policies when the element of professional 
politics has been kept in the background, and examples of 
farces that are well-nigh tragic when the influence of profes- 
sional politicians has been paramount. Business requires po- 
licing, but it is worse than the blind leading the blind when 
regulation is not divorced from the political game. 

In general, the policy of Canada toward the so-called trusts 
and toward all kinds of business consolidation has been very 
liberal. We find no official tendency toward " trust-busting " 
there, no attempt to discourage any business because it is big. 
The Canadian Pacific Railroad has long flourished as a trans- 
continental route and even, with its ocean services, as an almost 
globe-wide route; and yet the only effect this has produced 
upon official Canada is to stimulate the government, through its 
newly acquired national railway system, to attempt to copy the 
example. The largest portion of the Canadian tonnage steam- 
ing on the Great Lakes-St. Lawrence route is in a large com- 
bine, and steps were recently taken to absorb this combine into 
a new steel and shipping corporation second in size among the 
world's consolidations only to United States Steel, and propor- 
tionately much more monopolistic in Canada. The canning 

1 This article is based on first-hand information. The author served as Cost of 
Living Commissioner for the Canadian Government in 1918-1919. 
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industry is almost wholly in one tight combine. The plumbers' 
supplies in Central Canada are controlled by a hard-and-fast 
price-fixing group. The wholesale grocers have lately formed 
a powerful association, and in their initial organization meeting 
they voted down the proposal to avoid the policy of price 
agreement. The retail merchants have a Dominion-wide asso- 
ciation with provincial and local divisions in all parts of the 
country. This association has openly defied such anti-trust 
laws as exist and boasts of the number of representatives and 
influence which it has in Parliament. The retailers and whole- 
salers have gotten together to confer as to what steps they may 
take to stop the advance of the cooperative movement and 
have employed the boycott in this undertaking. 

All these things exist in defiance of the letter of the law, 
and yet most of them exist openly. One of the reasons is 
that in a country which is young economically, as is Canada, 
business organization on a considerable scale is necessary for 
the country to hold its own industrially. At best, industry is 
somewhat handicapped beside the rivalry of larger countries. 
To develop new resources a goodly degree of liberty is needed. 
Unfortunately, no distinction has yet been discovered between 
the combines which have been formed for efficiency and those 
which are formed to cover inefficiency. A dealers' combine to 
give a living profit to a twice-full trade is allowed just as readily 
as a canners' combine which is almost essential to conduct such 
an industry with efficiency. A combination that makes internal 
distribution so expensive as almost to nullify a protective tariff 
is permitted to exist side by side with other pools necessary to 
maintain an export trade. In part, this lack of discrimination 
is due to poor economic judgment, but in part also to the fact 
that, while the largest part of business is legitimate and is too 
busy giving service to concern itself with public matters, those 
concerns which depend upon questionable methods are never 
so busy giving service but that they can take a full amount of 
time for lobbying and influencing the political mind. 

The earliest serious official notice of combines came to light 
in 1888 when the House appointed a committee to examine 
into and report upon the effect of combines. The committee 
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found combination to exist in the case of sugar and groceries, 
undertakers' supplies, cordage and binder twine, among millers, 
founders, confectioners etc. Their report advised legislative 
action for repressing the evils arising from these and similar 
combinations. As a result of this report legislation was enacted 
which now appears as Section 498 of the Criminal Code. 
This Section reads as follows : 

Every one is guilty of an indictable offense and liable to a pen- 
alty not exceeding four thousand dollars and not less than two hundred 
dollars, or to two years imprisonment, or, if a corporation, is liable to 
a penalty not exceeding two thousand dollars, and not less than one 
thousand dollars, who conspires, combines, agrees or arranges with 
any other person, or with any railway, steamship, steamboat or trans- 
portation company : 

(a) to unduly limit the facilities for transporting, producing, manu- 
facturing, supplying, storing, or dealing in any article or commodity 
which may be a subject of trade or commerce ; or 

(b) to restrain or injure trade or commerce in relation to any such 
article or commodity ; or 

(c) to unduly prevent, limit, or lessen the manufacture or produc- 
tion of any such article or commodity, or to unreasonably enhance 
the price thereof; or 

(d) to unduly prevent or lessen competition in the production, 
manufacture, purchase, barter, sale, transportation or supply of any 
such article or commodity, or in the price of insurance upon person or 
property. 

Another clause removes combinations of workmen from the 
provisions of the section. 

As originally passed, the section included the word " unlaw- 
fully" after the word "transportation company" in the initial 
paragraph. This open door was closed in 1 900 by striking out 
the word " unlawfully," thus putting the burden of proof upon 
the defendants. 

In 1897 a further provision against the evils of combination 
was inserted in the Customs Act (1896-97, Chap. 16, Sec. 18). 
This allows the government to commission any judge of the 
Supreme Court or Exchequer Court of Canada or of any 
superior court in any Province to make an investigation and 
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report findings when there is reason to believe that a combine 
is unduly enhancing prices. If the report of the judge shows 
that the customs duties enable a combine to injure the con- 
sumers, the Governor in Council is empowered to reduce or 
remove the duty on the article in question. 

In 1900 this law was enlarged to apply to combines resulting 
from a court judgment. 

This law was invoked once in 1901 in the case of news-print 
paper and the duty was reduced. What effect resulted may be 
gathered from the fact that prices were already lower in Canada 
than at other sources of supply. 

In 1906 an act was passed allowing the government to cancel 
any inland revenue license where the manufacturer holding the 
same employed a contract imposing a burden upon those cus- 
tomers who dealt also in the goods of rival firms. There is no 
record at hand to show that this law was invoked for any but 
the specific case for which it apparently was brought into being, 
viz., the American Tobacco Company of Canada, Ltd. 

In the few years before the panic of 1907 there were several 
prosecutions under the Criminal Code, Section 498, in which 
convictions were secured, and in several civil actions to enforce 
agreements the defendants successfully pleaded the illegality 
of their agreements under the provisions of Section 498. 
Among the alleged combines so called to account were some 
which either themselves or through their business successors 
are still in existence today and more flourishing than ever. 
One was a combine in plumbers' goods in Toronto. The 
writer found certain evidence of such an organization working 
along rather elaborate lines in 191 9. 

In the first decade of the century the movement toward 
actual consolidation found considerable impetus. About 19 10 
a temporary reaction set in owing to the collapse of a few of 
the ventures, and it was several years before the movement 
toward combination was fully renewed. 

The old legislation had been aimed at conspiracies between 
two or more separate parties. Actual mergers were not cov- 
ered by the law. To include such mergers in the provisions 
of the law and also to provide machinery for enforcement 
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somewhat similar to that which was giving satisfactory results 
in the field of labor disputes, Mr. Mackenzie King, as Minister 
of Labour, introduced the Combines Investigation Act which 
became law in May, 191 o. This included among the inter- 
dicted forms of business organization " what is known as a 
trust, monopoly or merger." 

The new legislation provided machinery for investigations 
and penalties for infractions. However, to set this machinery 
in motion it was necessary that six or more British subjects, 
residents of Canada, should state in writing to a judge that 
they believed that a certain combine existed and that thereby 
prices were enhanced or competition restricted to the detriment 
of consumers or producers. They must also declare them- 
selves to be injured by the alleged combine and must set forth 
in writing (a) the nature of the alleged combine and the per- 
sons believed to be concerned therein; (b) the manner in 
which the alleged combine affected prices or restricted compe- 
tition, and the extent to which the alleged combine was believed 
to operate to the detriment of consumers or producers. Fol- 
lowing the receipt of such a detailed charge the judge must 
hold a hearing of the complaint and the defense. If upon 
such hearing the judge was satisfied that a combine existed 
which was injurious to trade or which operated to the detriment 
of consumers or producers, and that it was in the public interest 
that an investigation be held, the judge was supposed to direct 
an investigation under the act. The order of the judge direct- 
ing the investigation was to be forwarded to the Department 
of Labour and the Minister thereupon was to appoint an impar- 
tial board to make a complete investigation. This board was 
to have full power to compel the attendance of witnesses and 
the production of documents. However, they were not allowed 
to make field investigation or otherwise to make an effective 
audit of any books. Upon return of a verdict of guilty to the 
Minister of Labour the offenders were confronted with the pen- 
alty of $1,000 a day if they still persisted in the same offense. 
The government also might have any protective customs tariff 
reduced if they saw fit. But there was no provision for prose- 
cution for offense committed before the final findings of the 
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board. At most, the offenders could be told that if they were 
not good in future they might be fined. 

As was to be expected, only one action was taken under this 
act and that was against a foreign corporation. In labor dis- 
putes men can readily be found to bring complaint. But for 
anyone who is an injured party under an alleged combine to 
lay information is to court reprisals, whether or not the case is 
successful. The case of one man in Hamilton, who laid infor- 
mation before the Board of Commerce and was not only openly 
reproved for the same by the acting chairman of the Board 
but dismissed from the corporation by which he was employed, 
was sufficient to make it plain in Canada that no relief could 
come from such a program. 

This law lay on the statute books until it was forgotten. 
Finally it was repealed in July, 19 19, with the passage of its 
successor, the Combines and Fair Prices Act. 

As the cost of living kept rising before the war, the public 
became mildly excited and the government appointed a research 
commission to inquire into the. cause of this distressing phe- 
nomenon. They held hearings and published two weighty 
volumes of statistics which diverted but few minds from their 
distress. 

In the early days of the war the government was too busy 
turning Canada from a land of peace into a land in which war 
was the one important matter, to take any official action to stem 
the advance of rising prices or of popular discontent against 
the new burdens. However, in the autumn of 1916, Mr. Croth- 
ers, who was Minister of Labour, had an Order in Council 
passed under the War Measures Act which he, doubtless, fully 
intended to help solve the difficulties. This new law — for such 
was the force of this Order in Council — took to itself from 
Section 498 of the Criminal Code the jurisdiction over neces- 
saries of life, defining the latter as food, fuel or clothing, and 
reiterating the prohibitory clauses of the Code while omitting 
all qualifying words such as " reasonable." Now any combina- 
tion to restrain trade or competition or to enhance prices was 
criminal. Along with these offenses was also classed any hoard- 
ing of necessaries of life by any manufacturer or dealer beyond 
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the reasonable requirements of his household or the ordinary- 
purposes of his business, and sales of such stocks were re- 
quired at prices which were reasonable and just. The law 
specifically exempted from the hoarding provisions farmers 
holding the products of their own farms, and it expressly dis- 
claimed any attempt to require any manufacturer or tradesman 
to sell otherwise than through the regular channels of business, 
no matter how devious and costly these were. 

This new law gave the Minister of Labour the right to insti- 
tute investigations into any possible breaches of the law, but it 
did not require that he wait for complaints to be filed before 
investigations might be started. He was permitted to make 
investigations into the business of any manufacturer, miner, 
warehouseman or dealer operating in necessaries of life, and 
was allowed to demand any information he chose from such 
parties relative to their operations in such necessaries of life. 
However, the investigation must be inaugurated by a written 
demand of the Minister, or his representative, setting forth in 
detail all the matters required. Only after such warning and 
only as relating to such specified matters was the Minister 
allowed to send his representative to make an investigation of 
the business of the party under suspicion, and then only if the 
answers to the written questionnaire were unsatisfactory or if 
no answer at all was made. In short, the possible offenders 
were given every opportunity to prepare a showing to suit 
themselves or even to destroy or change records, and in no 
case was the public authority allowed to make a thorough in- 
vestigation of any business bringing to light any and all matters 
found worth while as continued search progressed. At best, 
direct investigations were to be confined to preconceived ideas 
of what might be found. 

At the same time the council of any municipality was given 
rights of search within its limits. The said council must first 
declare by way of resolution that in its opinion excessive prices 
were being demanded for necessaries of life. It might then 
require all persons operating in necessaries of life within the 
limits of its jurisdiction to supply it with sworn statements 
of the amount, time of holding, cost and price of any such 



184 POLITICAL SCIENCE QUARTERLY [Vol. XXXVII 

necessary. The municipality was more restricted in its inquiries 
than was the Minister, and could not demand information on 
other than the above points. 

The municipal council was not empowered to hail into court 
any whom it might find offending. It must, if circumstances 
seemed to warrant such drastic action, refer its findings to the 
Minister of Labour, who might make further inquiries. 

If the opinion of the Minister was that investigations had 
revealed an offense against the law, then he was required to 
transmit the evidence to the Attorney- General of the Province 
in which the offense had been committed. Such reference to 
the provincial authorities is necessary under Canadian law, for, 
while the Dominion enacts criminal law, enforcement is solely 
within the sphere of the Provinces. Thus to secure a prosecu- 
tion under the new law it was first necessary to secure the action 
of the Minister of Labour for the Dominion and later the action 
or permission of the Attorney-General of the Province. 

It will be seen that, while the qualifying words which ex- 
empted combines not attempting an " unreasonable " restraint 
of trade were removed, yet such other safeguards remained that 
the combines were reasonably well protected. It is but fair to 
state that in all this the gentleman who was then Minister was 
thoroughly honest in his attempts to protect the common 
people, and he, doubtless, was as much impressed as any by 
the imposing public safeguards which the new law was supposed 
to create. The new law purported to make the Minister, or 
his representative who administered it for him, a commission 
with investigating powers only, or what is technically a " weak 
commission." Unfortunately, in reality, the man who wrote 
the law made possible only a commission so weak that it was 
not even capable of making a respectable investigation. Its 
object was mainly to allay the popular unrest, while in reality, 
under its author, the first commissioner, it actually fomented 
trouble. 

Since no Minister attempts to do much himself in the way of 
administering legislation, a man was appointed to carry on this 
work in the Minister's name. The party who drafted the law 
was the one selected for the task and he found the law sufficient 
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for his ends. A low-paid staff, practically lacking in experts, 
was gathered together, investigations were made, and reports 
issued. 

A system of cold-storage statistics was inaugurated, but this 
most valuable market information was so erroneously prepared 
that it caused almost an open rebellion in the trade. Pork in 
process of cure was counted as though in cold storage, and re- 
ported to the public as being hoarded from their hungry 
mouths. The same stocks of food were counted from the re- 
port of those owning them and from the report of the public 
storage which warehoused them, thus swelling the figures by 
many millions of pounds. In fact, the statistical system of 
compilation was so crude that, without any clerical errors, in 
one month, in the case of one-third of the items, the part was 
greater than the whole before adjustments were made to cover 
up the impossibilities. The effect of such a system on the 
trade was serious, but the effect was nearly tragic when the 
public was told officially that millions of pounds of non-existent 
food were being hoarded to enhance the prices, when necessity 
demanded large storings for army use and exports to the allies. 

A report was issued on sugar as the result of which the main 
sugar and grocery interests were elated. A price agreement 
which was capable of vicious abuse was noted, but approved. 

A report was issued on anthracite coal. This was based 
upon a superficial investigation and reports from the dealers. 
Unfortunately, these reports were made upon a questionnaire 
utterly lacking in accounting definition and were practically 
useless for the work of the Fuel Controller who was appointed. 
The same was true of the reports on food. Early attempts of 
both Food and Fuel Controllers to work cooperatively to save 
duplication of effort proved abortive and negotiations were 
broken off. Things came to a climax early in 19 18. After 
reports of hoarding of food had been published which were 
utterly denied by the trade and based upon unsound statistics, 
and after a report had been issued claiming that the shortage 
of fuel in the extremely cold weather was due to hoarding by 
the rich, the Government was informed that either this party 
who styled himself "Acting Commissioner re Cost of Living" 
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would be turned out or else certain parties conducting real reg- 
ulation of the necessaries of life would resign. The inaccurate 
report on coal, coming as it did when the Fuel Controller was 
taxing his diplomacy at Washington to get permission to have 
more coal shipped from the United States on account of the 
unusually cold northern weather, was the most serious fault of 
all from an administrative viewpoint. After a few weeks the 
government accepted the resignation of the man who was pop- 
ularly known as the " Cost of Living Commissioner ". 

No prosecutions were conducted under this regime. Several 
threats were made. The real efforts and effects were political 
solely and in reality reacted against the existing Government. 
The cost of living went up steadily, nothing was reduced and 
no rising price stayed. But a great show of activity was made 
and one great sacrificial offering, which will not be forgotten 
for many years, was made to the harassed buying public. This 
was the person of Sir Joseph Flavelle, a leading pork packer 
and, at the time, Chairman of the Imperial Munitions Board. 
Nothing could have been done the better to endear the " Com- 
missioner" to the hearts of the thoughtless elements of the 
people than to brand as a profiteer the leading packer of Can- 
ada. Nothing could have been more popular with Sir Joseph's 
political rivals in the same party than to blight the political 
career of the aspiring and powerful Chairman of the Imperial 
Munitions Board. 

The Imperial Munitions Board 
By far the biggest thing Canada has ever done in the way of 
regulating her industries was done by the Imperial Munitions 
Board. Other efforts have had more of the flavor of repression 
and policing ; the work of this Board was truly constructive, 
and, while none but a socialistic government could carry on 
such work in times of peace, it shows the wonderful results 
which can come from syndicated activity backed up by patri- 
otic zeal. 

The organized efforts to put Canadian munitions into the war 
were started under the Shell Committee. Their work has not 
left for them a name of higher honor than might be expected 
in the first days of organization for any nation unused to war. 
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By November, 191 6, it was seen that the situation warranted 
the highest possible type of organization. As a result, the Im- 
perial Munitions Board was formed to act directly under the 
orders of the Ministry of Munitions of Great Britain. The 
ablest business organizer of the Dominion, Sir Joseph Flavelle, 
was chosen chairman. Immediately steps were taken to get the 
maximum output of shells and all other forms of war material, 
and at the same time the producers were held strictly to ac- 
count for the quality of their output. In fact, some manufac- 
turers were required to take back large amounts of munitions 
which they had made subject to the loose system of the Shell 
Committee. Such a move was hardly popular with a certain 
class of manufacturers who held profits in higher esteem than 
the safety of the country. No more popular was the new move 
to restrict the profits within the limits of reason. It would 
seem that Sir Joseph's remark on going to Ottawa to take 
charge of the work, that he was " going to clean up a bad 
mess ", was more true than politic. The remark angered cer- 
tain politicians ; the action, a certain class among the munitions 
makers. 

It is impossible to go into the complete details of the new 
organization. Perhaps the most important feature was that 
the Board became more than a regulator; it became the great 
contractor for all munitions ; it purchased the raw materials and 
had them fabricated by the manufacturers according to its 
specifications and subject to its inspection. The manufacturers 
were not paid for the products but for the work they did upon 
the products, title to the materials remaining with the Board. 
This relieved the manufacturers from unnecessary financial 
burden and risk, and made possible a distribution of work ac- 
cording to factory capacity that would otherwise have been im- 
possible. The whole industrial capacity of Canada was organ- 
ized as though it were one unit, using each old plant according 
to its possibilities and constructing new ones where none suit- 
able existed. The plans were made by the Board, and one 
factory made the steel, another rolled it ; one machined one 
part, another another; one factory assembled one product, an- 
other assembled another. Each factory was given its task 
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whether great or small, but all worked together according to 
one super-plan. The contracts were let in the early stages of 
the war to allow manufacturers to provide for the necessary 
outlay of capital in case new equipment was required ; later, 
when the equipment had been paid for, only a good income 
from investment was allowed. The former unreasonable profits 
were not permitted, and no product was finally accepted unless 
it passed severe inspection tests. 

It may be imagined that such policies would not make the 
chairman popular with a certain class of manufacturers, nor were 
the great power and influence which he wielded pleasing to 
politicians of a similar grade. Sir Joseph was the biggest man 
in the Toronto group of politicians in the government camp, 
and there was keen rivalry between these and the western group 
in the same camp. Sir Joseph had not held high political 
office, but he was the leader of his group and he was suspected 
of having aspirations to nothing short of the premiership. Had 
he not been attacked in the rear when he was performing this 
colossal task he might easily have held the place in Canada 
which Mr. Hoover nearly had in the United States, the Canad- 
ian political system making such an event possible at any time 
without waiting for a general election. Truly Flavelle was a 
dangerous man to his political rivals in his own party and a 
nuisance to the unscrupulous elements among the manufactur- 
ers of munitions. One of the most interesting stories of polit- 
ical life is the way in which his enemies " got" Sir Joseph. 

Flavelle was far from invulnerable. He was the head of the 
leading packing company of Canada, and all packers were un- 
popular. True, he was also head of a leading mail-order and 
department store upon which the people looked as a great bul- 
wark against high prices, but that was easily forgotten. He 
evidently was too sure of himself, for he openly boasted that 
he was going to clean things up, without strengthening his rear 
defenses or even adding a real publicity department to his 
board to keep before the public the good things he was doing. 
While his packing plant was deriving satisfactory profits from 
favorable contracts with the British government, he, as chair- 
man of the Board, was rash enough to state in a public speech 
that Canada's motto must be " to hell with profits ". 



No. 2] REGULATION OF BUSINESS IN CANADA i%g 

It followed that in June, 191 7, an innocent-looking advertise- 
ment appeared in a Canadian paper asking for any economist 
willing to do research work to send his application to a certain 
box number ! The advertisement, upon investigation, brought 
to light that the attorney of certain interests offered good 
money for an investigation and report on Canada's packing in- 
dustry which would show Sir Joseph's company to be a shame- 
less profiteer while all the other packers were given clean bills 
of health. The applicant proved to be the wrong man for such 
a job. 

Within a few weeks an official expose* resembling those 
specifications in detail was issued by the " Acting Commissioner 
re Cost of Living ". The effect may well be imagined. Of 
course a large share of the press was well prepared for such a 
sensation even though innocent of any sinister intent. Flavelle 
was ruined politically. Thus the name of Flavelle became a 
synonym for " profiteer " and the government official who 
ruined Flavelle's reputation became, temporarily, a popular 
hero. 

Meanwhile the good work of the Board had been progres- 
sing, the objects of the sinister interests not being attained. No 
comprehensive review of the work has ever been published. 
The Board was too busy to proclaim its accomplishments. Per- 
haps the best brief description of the work at the height of its 
activity was given by the British War Cabinet in its report for 
the year 191 7, in which Canada's services to the Empire in the 
production of munitions were referred to as follows : 

Canada's contributions during the last year have been very striking. 
Fifteen per cent of the total expenditure of the Ministry of Munitions 
in the last six months of the year was incurred in that country. She 
has manufactured nearly every type of shell from the 18- pounder to 
the 9.2 inch. In the case of 18-pounder, no less than 55 per cent of 
the output of shrapnel shells in the last six months came from Canada, 
and most of these were complete rounds of ammunition which went 
direct to France. Canada also contributed 42 per cent of the total 
4.5-inch shells, 27 per cent of the 6-inch shells, 20 per cent of the 
60-pounder H. E. shells, 15 per cent of the 8-inch and 16 per cent of 
the 9.2-inch. 
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When we stop to think that Canada can hardly claim to be 
an industrial country, and that out of a total population of 
about 8,000,000 inhabitants, 595,441 men were enlisted for the 
war, we begin to realize the wonderful work accomplished by 
organized productive effort. These matters spoken of in the 
British official report were by no means all of the accomplish- 
ments. Twenty-five hundred complete aeroplanes, beside the 
bombing planes made for the United States Navy and a quan- 
tity of materials and parts of planes made for England, were 
turned out in Canada. Forty-three steel and fifty-eight wooden 
ships were contracted for by the Board in addition to many 
war and other craft made under contracts let by the Depart- 
ments of Marine and Naval Service for Canada, Britain, France, 
Italy and Russia. Large contracts also were placed by the 
Board in Canada for munitions for the United States. 

The achievements of the Munitions Board are worthy of 
great pride in Canada. They show what can be done by large 
organized effort syndicating the efforts of many factories when 
there is a strong man at the helm unhampered by anti-trust 
legislation and when he has the support of a group of men 
mainly actuated by patriotic motives. It is a story of what can 
be done under stress, but it does not argue for socialistic effort 
in the quiet days of peace nor for unrestricted colossal trust 
policies unchecked by government regulation. However, it 
does make us wonder if greater efficiencies could not be worked 
out from syndication of effort combined with a public regula- 
tion that would give security to the public in times of peace. 
The sobering side of it is that even in war times public regula- 
tion was almost subordinated to politics. 

Fuel Controller 
A country where the winter weather is so severe and where 
the industrial centers are so far from coal mines, naturally finds 
regulation of its fuel supply a most important problem. It is 
more than an accident that the first steps toward definite regu- 
lation of any business were taken in the matter of coal, and 
that, while the fuel-control organization was disbanded some 
time ago, regulation of the coal trade was kept up by the 



No. 2] REGULATION OF BUSINESS IN CANADA i gl 

Board of Railway Commissioners long after the control of 
food and other necessaries had been abandoned. 

Canada has the misfortune of having no workable supplies 
of coal in the industrial and fairly well populated Provinces of 
Ontario and Quebec. She has plenty in the west; the Prov- 
ince of Alberta alone possesses one-seventeenth of the known 
supplies of the whole world, but transportation difficulties are 
too great to make this the source of fuel for eastern Canada. 
It is necessary to depend upon coal imported from the United 
States for the heat and much of the power used in central 
Canada, while the extreme eastern and western parts of the 
country are supplied largely from their own mines. 

This close economic relation with the United States in the 
case of coal made it natural that the control of this business 
should follow along similar lines in the two countries. Quite 
similar types of organization were set up on each side of the 
line, Mr. Magrath being appointed Fuel Controller for Canada 
in July, 191 7. 

Mr. Magrath was a peculiarly good choice for this office. 
His position as Canadian Chairman of the Joint International 
Commission on Waterways had given him an intimate connec- 
tion with Washington, and this proved of inestimable value, 
for a large share of his new duties consisted in diplomatic 
negotiations to secure an adequate amount of coal from a 
nation which had hardly enough for itself. The fact that 
Canada did secure such adequate supplies throughout the re- 
maining years of the war, in spite of the unfortunate indiscre- 
tions above mentioned, was due at once to the broad-minded 
spirit of official Washington and to the able diplomacy of the 
Fuel Controller. The equitable distribution of these supplies 
after they came to the country speaks well for the generalship 
which he manifested in the national and provincial organiza- 
tions under his lead. Canada got no more coal than she abso- 
lutely needed, but every one was equitably supplied with 
reasonable amounts of fuel. 

In his earlier efforts the Fuel Controller concerned himself 
mainly with securing supplies of coal and equitable distribution 
of the same. This was a far-seeing attitude. If the supplies 
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were all right the prices could never be unreasonable. Un- 
fortunately, it was impossible to keep supplies equal to the 
demand and price control had to be adopted. During the first 
season little attention was paid to anthracite besides seeing that 
proper supplies were forthcoming. A sort of working agree- 
ment was attempted with the first Cost of Living Commissioner, 
whereby to the latter were confided the troubles of the house- 
holders as regards the price of anthracite. One winter's trial 
of this arrangement sufficed. It was* determined that the Fuel 
Controller must himself establish a license report system, licens- 
ing all dealers in coal, compelling adequate reports, and con- 
trolling all coal prices from the mines or points of import to 
the final consumer. 

However, at this time the first Cost of Living Commissioner 
was forced to resign and his successor adopted the policy of 
cooperating with the Food and Fuel Controllers, as to a certain 
extent the Federal Trade Commission did in Washington with 
the similar officials of the United States. This did away with 
the endless duplication of reports to more than one government 
office which otherwise would have been necessary. It happened 
that the new Commissioner, before his appointment, had been 
organizing a license report system for the Food Controller, and 
was also in charge of the internal trade work of the Dominion 
Bureau of Statistics. Naturally, with the appointment, policies 
were totally changed and the enmity between the offices disap- 
peared before a program of complete cooperation. The Fuel 
Controller's license report system went ahead, but it was devel- 
oped under the new Cost of Living Commissioner for the use 
of both officials. The first idea was that the Controller was 
interested in full reports of movements and supplies, the Com- 
missioner chiefly in prices. Presently it became evident that 
actual regulation of prices was necessary. One office had the 
right to investigate, the other to regulate. The one office then 
collected and digested the data ; on the other rested the re- 
sponsibility of regulation. Failing such regulation, the Com- 
missioner might have prosecuted offenders. Believing that 
war-time orders might be stronger in their power of inspiring 
awe if kept out of court, the Dominion government showed no 
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disposition to resort to prosecution if the desired results could 
be obtained by moral suasion. The Fuel Controller himself 
was fully occupied with attending to supplies. Accordingly, a 
special officer was appointed by the government to exercise the 
price-regulating powers of the Fuel Controller, and general 
orders were issued definitely limiting the profits of all dealers 
in coal. The machinery of control at length was set in motion, 
and, in cooperation with the provincial officials, steps were taken 
which kept coal dealers thenceforth from greatly exceeding the 
bounds of fairness. There can be no question but that this 
resulted in the saving of millions of dollars to the consumers 
of hard coal throughout the Dominion. 

Every coal miner, wholesaler and retailer, in the Dominion 
kept these officials informed as to the movement of his coal in 
such a way that a car-lot of coal could be traced back to the 
Canadian or United States mine and the profits of each Canad- 
ian dealer on any lot checked. The Canadian mines submitted 
their cost figures, and these were verified in part by auditors. 
The prices in the United States were fixed. From those points 
on toward consumption the statement of each handler could be 
checked against the one before or after him. On such infor- 
mation the price at the mine was fixed and dealers' margins 
were determined. A careful audit of leading wholesale firms 
taken after the war revealed a maximum of only five cents a 
ton overcharge for any important case. 

Food Controller 

Canada followed the lead of the United States in selecting an 
official to control food supplies, although, in reality, the Canad- 
ian Food Controller was appointed some time before Mr. 
Hoover officially became Food Administrator. 

In the early days of this work very little thought was given 
to prices. The driving idea was to send more food to advance 
the war. The same tiresome propaganda and distracting regu- 
lations that appeared elsewhere were used, but got results. Com- 
pulsory personal rationing was not adopted, but many regula- 
tions were made requiring dealers to give up their surplus food 
products, and these regulations were enforced. Price regula- 
tions were adopted also in process of time. 
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The first Food Controller, Mr. Hanna, was corporation coun- 
sel for Imperial Oil, the Standard Oil of Canada. He also had 
been Provincial Secretary of Ontario. His business affiliations 
did not render him popular with the masses, and his strong 
party ties injured the effectiveness of his work during the polit- 
ical campaign which was in progress. He worked hard with 
but small show of immediate success and at last resigned, be- 
coming president of Imperial Oil. His successor was a man 
without such strong business ties, a man who delighted in doing 
things whether or not they were popular. At length he was 
pushed aside when his back was turned, but he accomplished 
much more than the public realized during his tenure of office. 

During the regime of the first Food Controller active steps 
were taken to organize the various groups of food manufactur- 
ers and dealers who were not already organized. Apparently> 
if the policies had not been changed, Canada would have been 
driven by its officials into the clutches of hard-and-fast com- 
bines of every class of food factor. The flour millers were or- 
ganized into a group which fixed prices with the government's 
stamp of approval, or, perhaps more truly speaking, succeeded 
in getting the government to decree a price at their suggestion 
after overwhelming it with their evidence. A much worse, 
far less justifiable, combine was about to be formed among the 
wholesale grocers when the regime was changed. 

Early in the new regime what was now known as the Food 
Board put the various classes of manufacturers and dealers 
under license. This license system was the basis for rules and 
regulations to protect the public from shortages and exorbitant 
charges and to drive every possible ton of food into export for 
war purposes. Such reports were required from all that any 
serious breaches of the rules were discovered and the regula- 
tions enforced. 

There was a tendency among the uninitiated to consider these 
license reports a joke. They were the means of detecting one 
wholesaler in such a serious hoarding of butter that he was re- 
quired to dispose of more than a train-load to the Allied Buyers 
at an actual loss in money. This report system made it possi- 
ble, without material advance in price, in the autumn of 191 & 



No. 2] REGULATION OF BUSINESS IN CANADA I9 < 

to remove by forced sale to the Allied Buyers as much more 
butter as the total forced export throughout the producing sea- 
son up to that time. When the distress call for butter came 
from England the order was drafted compelling all creameries 
to sell all their output for the last six weeks of the season to 
the British Ministry of Food at a fixed price. The effect of 
such an order would have naturally been to raise the price 
immediately to much higher levels for the butter stored for 
domestic consumption. However, each wholesale dealer had 
previously reported what quantities he had on hand and what 
he had paid for them. He was only allowed a maximum of 
ten per cent profit on sales. He must report each month what 
he sold and the price. The price of butter was nailed down 
with a mighty spike and advanced only about two cents a 
pound. A license report system can be worked, and it was 
made to work by the Food Board. The humorous side of this 
last incident was that, owing to government interference, no 
penalty was attached to this order and the Food Board was 
given no legal authority to require enforcement. However, the 
trade was not informed of that until later, and an actual ten per 
cent more butter than was expected was forced into the hands 
of the Ministry of Food on sheer bluff. 

It is impossible in brief compass to do more than sketch the 
regulatory work of the Food Board. The underlying program 
was to move all possible food which could be spared to the war 
either from greater production or from saving. The remainder, 
which was left for domestic consumption, was well distributed 
throughout the Dominion, and prices in many lines were sub- 
jected to a measure of control. The work in sugar distribution 
deserves especial mention. The public in Canada hardly had 
a taste of a sugar shortage nor yet of prices higher than abso- 
lutely necessary, while shortage and high prices were very com- 
mon elsewhere. Many regulations were introduced in the field 
of the marketing of perishables. It is doubtful if more equit- 
able regulations have ever been worked out anywhere for cold 
storage. These were worked out and administered by one of 
the kings of the trade, and the high-minded way in which he 
performed his duties was a thing of note among the records of 
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dollar-a-year men. One of the most valuable pieces of work 
was the settlement of disputes among shippers of perishable 
goods. Hundreds of car-loads of food which would have 
spoiled on the track, while consignee and consignor were dis- 
puting, were saved by the prompt action of the Board. It is 
unfortunate that more of the good features of this regulation 
could not have been retained. 

It is marvellous what results were accomplished in building up 
a large export in food stuffs. For the ten years before the war 
the surplus of almost all important animal products had been 
rapidly declining until just before the war Canada imported 
more than her exports of items in this class of food. This 
deficit was changed to a very large surplus. Wholesale dealers 
in exportable food stuffs were required to sell to the buyers of 
the Allies all surpluses they acquired above the amount needed 
to supply their regular customers in the retail trade. And 
their domestic sales were required to be made within a fixed 
" spread " or " margin " above the purchase price. Very few 
actual prices were fixed. The policy was to fix the profit on 
wholesale transactions, thus allowing an elasticity of price which 
would not interfere with production. This system had not been 
universally applied when the armistice came, but it was in 
operation with great success in the case of some of the most 
important products. In the fields of animal products and sugar 
the Board was peculiarly successful. The public did not realize 
the benefit at the time, but felt the bitter effects when control 
was lifted, particularly in the case of butter and sugar. 

Unfortunately, the Government hampered the work of the 
Board. Regulation of the packers was taken out of its hands 
with the announcement that the profits of this trade were being 
drastically controlled by government order. No such govern- 
ment order at all was issued for months after this announce- 
ment, and when it was issued it was worded so loosely that ap- 
parently the packers might retain about three times what the 
public had been informed was their limit. Neither were the 
millers' profits controlled until long after it was announced that 
they were, and the last limit set them was given out as being 
fifteen cents a barrel less than that allowed in the United States, 
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whereas in reality it was nearly twenty-five cents more. Actual 
obstacles also were set in the way of the enforcement of its 
regulations by the Board. One large fine was applied only 
after weeks of negotiations, and the unloading of large hoard- 
ings was accomplished only by the fact that the Chairman made 
up his mind that he would get results in spite of any opposi- 
tion. The public never realized the magnitude of the efforts 
put forth to overcome difficulties. 

Paper Controller 
One industry that was pretty effectively controlled during 
the war was newsprint paper. This industry is in the hands of 
a few large and powerful producers. It is rumored that they 
have strong enough gentleman's agreements to render them a 
complete combine. The consumers in this case are not the 
unorganized public, but a relatively small number of publishers 
who are very able to direct public attention to their woes and 
are in the position to force the government into giving them 
protection. This control was in the hands of a special Paper 
Controller who was given the opportunity to make thorough 
audits and regulate prices on a known cost of production. 
He also required equitable domestic distribution assuring sup- 
plies to the Canadian publishers. No attempt was made to 
control the price of the large quantities exported. The weakest 
point in the system was the necessity of retaining a due pro- 
portion of output at home at the lower prices. All went well 
during the war, but when, after peace came, paper control was 
handed over to the new Board of Commerce, the paper manu- 
facturers openly and successfully rebelled against being the 
only parties called upon to submit to such a system. 

War Trade Board 
A War Trade Board was organized in February, 191 8, for 
the purpose of controlling the trade in raw materials and articles 
essential to the war industry and controlling the import of less 
essential articles into Canada. This Board and the Food Board 
were merged into a temporary export Trade Commission at the 
end of the war. A great deal of effort was put forth to create 
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an export trade and some assistance was actually given, especi- 
ally when the government created special credits to finance ex- 
ports to the bankrupt countries of southeastern Europe. 

Cost of Living Commissioner 

The work in the Labor Department under the Cost of Living 
Order, the first to be inaugurated, was the last of the war-time 
offices to be disbanded which had any duty to perform in pro- 
tecting the public against the war's dislocation of economic 
conditions. In the early days this was under the direction of a 
functionary who styled himself "Acting Commissioner re Cost 
of Living," which title had no official sanction, being a fiction 
of his own. The next incumbent in this office served for a 
time merely as chief of a branch in the department, evidently 
because the government feared too great show of prominence 
in that office. He was later officially recognized as Cost of 
Living Commissioner. 

As we have already noted, the new program in this office was 
largely based upon a policy of cooperation with the Food and 
Fuel Controllers. These officers had actual powers of regula- 
tion while the Commissioner had power only to investigate. 
Consequently, the most important thing to do first was to co- 
operate in investigations, the license report work for both con- 
trollers being carried on under the Commissioner. As soon as 
this work was well launched, however, independent activities of 
greater or less importance were started. 

The first large task committed to the new official was to in- 
vestigate and report on the price of gasoline. It seemed a 
long cry to include gasoline among the necessaries of life, yet 
this product is, of course, exceedingly important for purposes 
other than pleasure. To those who did not stop to think that 
the Canadian gallon is one-fifth larger than the American, the 
price seemed extremely high in Canada. It is hard to believe 
that there was not another reason than the public interest for 
this investigation. The former Food Controller, Mr. W. J. 
Hanna, was then president of Imperial Oil, which is the Canadian 
company affiliated with Standard Oil. Mr. Hanna was one of 
the powerful group of Toronto politicians of whom, unques- 
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tionably, the westerners were jealous. His position of promi- 
nence as Food Controller had given him a great deal of the 
advertising so valuable to an aspiring politician. He was a 
dangerous rival to the aspirants from the west. It was sug- 
gested that gasoline would be a fertile field for investigation. 
The new Commissioner made as thorough an investigation as 
staff assistance permitted into the question as to whether or 
not gasoline might be cheaper in Canada. Practically all 
petroleum products used in Canada are imported either crude 
or refined. The basic price is the United States price. While 
the investigation was in progress the twenty-five per cent in- 
crease in freight rates went into effect, increasing the cost of 
gasoline laid down in Canada by nearly a cent a gallon. One 
of the three large refiners contended strongly for an advance 
of a cent to cover this cost. It was found that the arguments 
he advanced were misleading, and an agreement was reached 
that the price should remain at the old level, which was found 
to be the lowest at which Canada could get her supplies from 
the United States. There was no law to compel this adjust- 
ment. It was merely a diplomatic arrangement readily accepted 
by Mr. Hanna as better than the public criticism likely to come 
from refusal. When Imperial Oil kept down the price the 
others had no alternative but to do the same. Thus the new 
Commissioner saved the public of Canada nearly a million 
dollars. 

The next real task for this office was to revise its law. Re- 
sults may be obtained through bluff only under the right cir- 
cumstances. The law was changed to give full liberty of 
investigation including unannounced audits. The scope of the 
definition of the " necessaries of life" under its jurisdiction was 
enlarged to include with " food, fuel and clothing," all products, 
materials and ingredients " into, from or of which any thereof 
are in whole or in part manufactured, composed, derived, or 
made, and any other item of common or ordinary household 
expenditure." The municipal authorities were given more 
latitude, being allowed greater freedom of investigation and 
full liberty to hand offenders directly over to the courts for 
prosecution without reference to the Department of Labour. 
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The first revision gave the municipalities authority to set up 
Fair Price Committees composed of officers of the municipal 
council. The second revision allowed the appointment of any- 
one to the membership of such committee and removed the 
necessity for the formal ratification of appointment by the De- 
partment. However, at the instance of the Food Controller, a 
complication was inserted dividing the local investigations into 
two stages : a " Fair Price Inquiry Committee " to make pre- 
liminary investigations and, on this body's finding necessity 
therefor, an investigating commission composed of a judge, a 
representative of labor or consumers, and a representative of 
the trade under investigation. 

A number of commissions were appointed under the first re- 
vision of the law, but, no reference to the Department for rati- 
fication being necessary under the second revision, no record 
exists of the number or work of the bodies later appointed. At 
least a free outlet was allowed for local discontent and its re- 
sultant activity, for the local bodies had full powers to investi- 
gate within the limits of their locality, to publish their findings 
including what in their opinion were fair prices, and to take 
proceedings against offenders without reference to the Domin- 
ion government. This was certainly as much power as could 
well be put in the hands of local bodies and at once gave an 
outlet for local initiative and an opportunity for the local com- 
munity to educate itself as to what actually did constitute fair 
prices and gave them some idea of the difficulties with which 
any investigating or regulating body must contend. 

This revision of the law also gave an opportunity for as thor- 
ough investigatory work as any trade commission could well 
possess. With a competent staff and permission from the 
political head of the Department, the Commissioner would 
have lacked only one point in law of having as far-reaching 
authority as the Federal Trade Commission of the United 
States ; no provision was made for prohibition of unfair trade 
practices as in the United States law. By the change of a few 
words in the section of the law requiring manufacturers and 
dealers to sell at prices " not higher than reasonable and just," 
to read " prices that are reasonable and just ", practically the 
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whole field of unfair trade practices could have been covered. 
However, the efforts made for this change were not successful. 

As soon as the first revision allowing thorough investigation 
was made in the law, plans were made for employing a staff of 
accountants and making a careful investigation of the textile 
industry. Mr. Crothers approved the plans and wanted some 
prosecutions in a hurry. His political power was slipping and 
some sensational prosecution would have saved him. It was 
too late. His resignation was accepted a few days after this 
and all plans were changed. 

The new Minister had been advocating another and more 
vigorous program. As Chairman of the Cabinet sub-committee 
on Labour he had formally recommended to the Reconstruc- 
tion Committee of the Cabinet that a program of price-fixing 
for commodities other than those controlled by the Food and 
Fuel Controllers should be inaugurated and placed in the hands 
of the Cost of Living Commissioner. On the refusal of the 
latter to assume such responsibility alone it was urged that two 
other commissioners be appointed. The proposal was seriously 
considered, but, the war ending at that time, it was not pushed 
through. The idea was then that the danger lay in too rapid 
a decline in prices rather than an advance and that nothing 
should be done further to undermine the confidence of the 
business world. The elements of the Canadian Manufacturers* 
Association which supported the scheme showed that their real 
aim was to have the trades agree upon a price which the gov- 
ernment should maintain by law. This was too much for even 
the government to accept and was thoroughly opposed by the 
Commissioner. 

As a result, the next few months were a period of uncertainty, 
with the office merely marking time. Most of the members of 
the Government wanted the office abolished along with the 
other war-time controls. The Minister of Labour apparently 
was sincere in his effort to continue the work as established 
under the second revision of the law, but he felt that the De- 
partment of Labour was not the place for such work. He felt 
his duty to be to support the labor unions and maintain high 
wages. To hamper manufacturers on the side of prices also 
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"was to use the pincers on them and would have been rather too 
much for one department. He wanted the work to be carried 
on, but to be transferred to some other department. No other 
department wanted it, all the other members of the Government 
preferring to see business unpoliced. The Commissioner re- 
commended that the investigating function be conveyed to a 
Board of Markets which should merge all the marketing activi- 
ties of the various branches of the government, and that another 
permanent Board be set up with powers to regulate the prices 
of commodities controlled by combines wherever the Board of 
Markets or complainants declared the same to be necessary. 

In April, 1919, the staff of the Commissioner was being dis- 
banded when suddenly the market turned upwards and caused 
violent social unrest. Unfortunately, the orders of the Food 
Board had been cancelled, but the shortage of supplies caused 
by their forced removal for export had not been corrected by 
a new crop. It was madness to remove the restrictions on 
prices before the supplies had recovered, but the Government 
was bound that it should be done. It was done, and, led by 
butter, foodstuffs soared in price. Butter went from fifty or 
sixty cents to ninety cents. The result was almost a social up- 
heaval in many places, particularly in Winnipeg. 

Hurriedly, the Government recalled the Cost of Living Com- 
missioner and ordered wholesale investigations. It was hoped 
that this would quiet unrest. Naturally, it did not, since the 
mischief had been done. This was, however, the first oppor- 
tunity given for anything like unrestricted investigations and, 
even in this extremity, no authority was given for audits of any 
firm's records and the new staff was supposed to be recruited 
from other branches of the government which were loath to 
set aside their regular duties. 

Everything possible was done to meet the demands of the 
situation, but, unfortunately, when evidence was collected of 
any transgression of the law it was impossible to secure politi- 
cal permission for prosecution until it was too late. Full 
opportunity was given for utilizing the weapon of press pub- 
licity not only to exonerate those who were not offending 
against the public rights, but to reprove those who were break- 
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ing the law. In this way many good results were obtained at 
the cost of official dignity, but no one was prosecuted. 

A program of financial reports from the chief manufacturing 
and wholesale firms was launched with the help of one of the 
best firms of accountants in Canada. Beginning with balance 
sheets and profit-and-loss accounts, the program called for facts 
as to cost of producing and handling all the chief necessaries 
of life and ascertaining what proportion labor costs amounted 
to in each case. Months of hard work would have been neces- 
sary to develop this work, but the time was not available and 
it was impossible to complete the program. 

Many investigations were made in the time allotted and some 
results accomplished. A fairly elaborate investigation was made 
of the canners' combine, and evils were corrected in this trade 
by threat of prosecution. The Retail Merchants' Associa- 
tion was found guilty of several breaches not only of the 
letter of the law, but of the underlying economic laws of jus- 
tice. They, however, cared nothing for threats and openly 
defied the law. Some industries were examined carefully 
enough to show that as a class they had not been profiteering 
and were publicly exonerated. Others, however, were found 
to be guilty and were recommended for a prosecution which 
never came. 

One of the most serious offenses detected was the case of the 
sugar refiners who were found with over a hundred million 
pounds of sugar on hand before an anticipated world-wide rise 
in price, while the public was deprived of supplies and fruit 
ready for preserving was being allowed to spoil. In that case 
sufficient publicity was given out to cause a certain amount of 
movement of supplies, but it was six months after this publicity 
was given out before the price of sugar in Canada even approx- 
imated the prices ruling in the United States. 

One of the most interesting cases which came up was con- 
nected with the rapid advance of hide and leather prices in the 
summer of 1919. In this commodity speculation was particu- 
larly rampant in the year after the war. In three weeks' time 
the price advanced twenty-five per cent, and it kept on rising. 
Europe started to buy heavily, and all parties using leather 
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scrambled to cover their needs. How much of speculation 
and how much of panic among ordinary business interests 
caused the rush after leather is hard to say. At least, there 
was an artificial scarcity attended by soaring prices. The pub- 
lic was growing very uneasy at the prophecy of extremely high 
prices for shoes. The Commissioner found it very difficult to 
get the Government to take any action on anything. The 
approaching convention of the opposite political party gave 
him the opportunity to test whether or not political motives 
would get action when protection for the public gave them no 
concern. A recommendation was made for control of the 
export trade in hides and leather, which was prefaced by the 
information that, failing action on the part of the Government, 
the opposition convention meeting the following week expected 
to make much of the situation. The ruse worked like a charm. 
Within two hours a government order was passed with more 
stringent restrictions than those requested. The following 
week the interested trades went to Ottawa to demand the with- 
drawal of the restrictions. A very interesting session was 
held with the Government, who delayed any further action 
until after the convention. It was said in inside circles that 
the plan was to remove the restrictions on the ground that an 
error had been made on the advice of the Commissioner. 
Fortunately, the market reacted promptly and publication of 
the fact that the restrictions had caused a break in the specu- 
lative boom made it impossible to remove them until the work 
was done and the speculation checked. 

It was impossible to conduct a regulative commission since 
no prosecutions were possible when offenders were found, and 
since action could only be wrung out of the government by 
political threats. Parliament in the last days of its spring 
session had passed legislation providing for a permanent Board 
of Commerce. The legislation providing for this Board had 
made it impossible to institute any proceedings against offenders 
until the Board gave permission. Permission for prosecution 
had been withheld by the Government until this law was passed. 
Matters were at deadlock. To hasten the appointment of the 
Board the Commissioner tendered his resignation to take effect 
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at the earliest possible date on which the work could be passed 
to a duly constituted Board. The Board took office in August, 
19 19, and a new and checkered chapter began. 

Board of Commerce 

The new legislation under which the Board acted was pre- 
pared by the former " Acting Commissioner ". It forbade all 
combines, but defined a combine as any agreement, merger etc. 
that the Board decided was against the public interest. It also 
forbade prices or profits on necessaries of life which the Board 
said were unfair, and in addition to food, fuel or clothing and 
their related commodities, any articles prescribed as such by 
the Board might also be included in the definition of " neces- 
aries of life ". 

The law gave the Board the right and duty to make prelim- 
inary inquiry and final investigation into suspected combines, 
on complaint or on its own initiative. However, the formalities 
required for bringing a complaint were as onerous as in the 
Combines Investigation Act which was repealed. The law 
under which the Cost of Living Commissioner had acted was 
rescinded. The provisions in the Criminal Code against com- 
bines were rendered inoperative without the written consent of 
the Board. No provision was made for penalty for acts com- 
mitted before a hearing was held. Only ignoring or refusing 
to obey the orders of the Board was subject to penalty. The 
offender could change his tactics and get his results some other 
way and not be subject to any penalty until his new schemes 
were exhausted. The discretion of the Board was the only rule 
in the law as to what was a combine, inasmuch as the wording 
of the law left to that body the fullest liberty and the widest 
discretionary powers, subject to no law for guidance. Fortun- 
ately, appeal might be made to the Cabinet or to the Supreme 
Court. The Minister (since then Premier) who introduced this 
legislation into Parliament announced that it provided against 
combines composed only of a " wink or a nod ". So its advent 
was heralded ! But in practice it has proved merely to be an- 
other bulwark in the way of protection for the more selfish ele- 
ments in the business world. 
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The law is called the Combines and Fair Prices Act. The 
second section deals with fair prices and is founded upon the 
earliest edition of the Cost of Living regulations. All oppor- 
tunity for municipal action was wiped away. So also was the 
opportunity for unannounced audits. No provision was made 
against the most insidious evils of regional price-cutting and 
other unfair trade practices forbidden in the Clayton Act. In 
fact a provision is included which the Chairman of the Board 
decided, months after the public was warned of the fact by the 
Cost of Living Commissioner, stood in the way of the operation 
of cooperative societies. If regulation of marketing and busi- 
ness is needed at all, this provision is wrong. It reads as 
follows : " Nor shall any manufacturer, wholesaler, or jobber, 
because of anything herein contained, be under obligation to 
sell to other than such classes of persons as are accustomed to 
purchase from manufacturers, wholesalers or jobbers, respec- 
tively, nor shall any person be under obligation to sell otherwise 
than in accordance with the ordinary course of business ". This 
provision, by its implication shows that the animus of the law 
is to sustain existing marketing methods no matter how crude 
and circuitous they are. The Cost of Living Commissioner 
had urged upon the Government that this clause in the old law 
should be changed to a clause forbidding discrimination in trade. 
But the present law is in essence reactionary with a superficial 
coating of popular protection. 

Unfair prices and profits and unreasonable hoarding of neces- 
saries were forbidden, and to the Board was left full discretion 
as to what constituted an unfair price or profit, saving only that 
its decisions might be reversed on appeal to the Cabinet or 
Supreme Court — to the latter, however, only in questions of law 
or jurisdiction. 

The most unfortunate features of the law were the prohibi- 
tion of prosecution for offense against the provisions in the 
Criminal Code against combines without permission of the 
Board, the lack of penalty for any offense except that of persist- 
ing in a course forbidden by the Board, the absurd emphasis 
laid upon price fixation in times of peace for commodities not 
controlled by combines, and the reactionary spirit shown in the 
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stipulated protection for the established channels of trade. It 
also was unreasonable and unsafe to delegate to any board of 
three men undefined discretionary powers over all business as- 
sociations and all prices with which they chose to tinker. 

A judge of high standing was chosen for chairman. The 
former " Acting Commissioner " who had drafted the law, on 
being offered a second place, announced in the press that he 
would rather take the place of attorney for the defendants. 
Later on when political dangers again arose from the Toronto 
group, he accepted the nominal second position and was allowed 
to run the chairman out of the Board. From the first there 
was a race for elimination between the two. The chairman took 
the stand that he was no detective but was to judge cases brought 
before him. The other announced that henceforth prices would 
cease to rise and started a policy of widespread investigations. 
Prices continued to rise merrily, especially in regulated com- 
modities. 

Needless to say the program of price-fixing did no good. It 
was applied to various farm products and worked disastrously, 
prices on regulated articles rising faster than those of other 
commodities, because production was stifled. A leading paper 
likened the Board to a troupe of vaudeville artists : " they are 
always talking and never getting results ". They attempted to 
stop criticism by threats of contempt proceedings. Following 
the publicity given to the sugar situation by the Cost of Living 
Commissioner, it was impossible for a time to avoid giving the 
public some protection in this quarter. At length as sugar 
came to its big price bulge in the spring, price control was re- 
moved with the excuse that this would convince the critical 
public of the beneficial effects of the former control. When 
sugar started to fall in price, an attempt was made to restore 
control. 

As it was at first constituted, the Board was as much of a 
farce as the enemies of regulation who introduced the legisla- 
tion could have wished it to be. Proofs of injurious combines 
left by the Commissioner were utterly ignored and the evils left 
alone. In one case a price conspiracy, exactly similar to one 
proscribed by former special legislation, which had been stop- 
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ped by the Commissioner, was restored at the request of the 
wholesale grocers. In one case the informant against an al- 
leged combine was publicly reproved by the assistant chairman, 
which fact brought forth a most acrimonious public letter from 
the Attorney-General of Ontario. At length all the members 
of the Board resigned, and, the constitutionality of the law 
having been referred to the Privy Council of the United King- 
dom for decision, a board of figureheads was appointed to keep 
the office open until this matter should be settled. This new 
Board made but little stir until the sugar market showed signs 
of a real break. The refiners then besieged the government for 
protection on the falling market, the control having been taken 
off on the rapid advance. The new Board listened to the ap- 
peals for protection of the refiners from ruin and passed an 
order restricting all trade in sugar to the regular channels 
through Canadian refiners and forbidding other imports from 
the broken market in the United States. The Government 
waited twenty-four hours to see whether or not the public would 
submit to this. The public made clear that this would be the 
last straw, and the Government rescinded the order. Needless 
to say, the new Board resigned in a body. 

The situation at present is that there is no Board and conse- 
quently even the old Criminal Code provisions cannot be called 
into play by consumers, afflicted business rivals or even an At- 
torney-General of a Province. Nothing could be better pleas- 
ing to those who wish to offend against the spirit of the laws. 
Police protection is absent in that field. 

Canadian experience shows that, while the rank and file in 
business are as honest as elsewhere, yet there are rules of the 
game which need enforcing just as truly as our busy streets need 
traffic policemen. It is absurd to attempt general price-fixation. 
The price on wheat fixed by the Board of Grain Supervisors 
in cooperation with the Allied governments was such a com- 
paratively simple thing that in time of war it did little harm 
and much good. Fixation of trading margins above an elastic 
producers' price worked well when the country was economic- 
ally isolated by war-time export prohibition. It would work at 
no other time. Many marketing regulations and services were 
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beneficial and could well be extended to peace times. The 
Food Board's canning regulations have been made permanent. 
The statistics showing the movement and holdings of supplies 
were valuable and are being retained in some cases at the special 
request of the interested trades. Much that was done to im- 
prove marketing conditions is as necessary in peace as in war, 
and that work should continually be enlarged. Likewise the 
publicity as to what is going on in the business world should be 
enlarged and continued. The rank and file of business men are 
honest and should welcome all efforts to remove suspicion as to 
the abnormal profits which they never see. Publicity on profits 
and costs should cover classes of business and what share in 
costs goes to labor. This will relieve suspicion and will serve 
to balance the competition entering any line of trade. 

The real problem lies in the large field of control of what are 
popularly known as combines. The laws of the United States 
which forbid combination have been fruitless of anything except 
annoyance to the trusts, which continue to thrive. " Trust- 
busting " will not work. Combinations for efficiency are neces- 
sary. Combinations to protect against competition merely 
serve to protect inefficiency. Such are the price agreements 
among non-consolidated merchants ; mere walls to keep in busi- 
ness at a living wage an over-populated marketing system. 
Then again combinations actually formed for greater efficiency 
may grow careless if competition disappears. However, if the 
public is kept correctly informed as to the profits of all business 
and unfair competition is restrained, almost all combines will be 
kept subject to a continual competition partially real and parti- 
ally potential. 

The greatest single factors in regulation are this publicity and 
the complete protection for all potential competition. That is 
why the new law in Canada is subversive of the public interest. 
It does not allow the Board to keep the channels open for the 
competition of such short cuts as cooperation which keep the 
regular channels from becoming too cumbersome and over- 
crowded. If a system is the most efficient, it needs neither 
legal protection against self-supporting competition nor boycott 
agreements. 



2 1 o POLITIC A L SCIENCE QUARTERLY 

In the case of manufacturing combines also and in all cases 
where there is an actual combination for efficiency, the most 
salutary kind of regulation is protection for all self-supporting 
competition. If a rival may not be kept out by foul play, al- 
most any business which is profitable must look to efficiency for 
its laurels. Unfortunately, such bodies as the Federal Trade 
Commission attempt to hamper such combinations as the pack- 
ers rather than to protect their potential rivals. The Live 
Stock Branch of the Department of Agriculture in Canada has 
taken the better course and is attempting to see to it that the 
smaller rivals get a " square deal ". 

There are, however, some combines in which such a large 
outlay of capital is necessary that competition real and poten- 
tial for them produces but little effect. Such industries as 
paper manufacture and sugar-refining can easily combine so 
there is little or no opportunity for any but foreign competition, 
which may be shut off by a tariff. Here there may be need for 
a direct regulation even of prices. The experience in fields al- 
ready recognized as public utilities causes us to face the issue 
with fear and trembling. Even our old established railway 
commissions have not failed to be unconsciously influenced by 
the clamor of public opinion. It would be well that price reg- 
ulation be undertaken only as the necessity is shown by inves- 
tigations into profits made by a commission making inquiry in 
many fields. The most essential thing is full information for 
the public, then protection against unfair practices for potential 
or weak competition, and in the last extremity only must there 
be price regulation. It is doubtful if there ever should be price 
agreements among businesses not otherwise syndicating their 
efforts, unless such agreements be subjected to the veto power 
of a fully informed commission. In fact, prices and policy 
agreements should be scrutinized by a public authority which 
should always have in mind the fact that overreaching by any 
branch of our economic life hurts not only the consumer but 
other forms of business enterprise. 
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